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SUBJECT: COTTON CONTRACTS 

REF: (A) STATE 29184 (B) MANILA 2101 

1. REF A STATES CLEARLY THAT ANY COTTON CANCELLATIONS WERE 
SMALL. TO REPEAT, WE ARE NOT AWARE OF ANY ACTUAL OR IMPEND- 
ING LARGE SCALE CANCELLATIONS. SHOULD WE BECOME AWARE OF 
ANY. ADDRESSEE POSTS WILL BE NOTIFIED IMMEDIATELY. 

2. "CANCELLATIONS ON A NEGOTIATED BASIS" MEANS THAT THE 
PURCHASER AGREED TO PAY THE DIFFERENCE BETWEEN THE CONTRACT 
PRICE AND MARKET PRICE OF THE COTTON AS QUID PRO QUO FOR 
CANCELLATION OF CONTRACT. THIS TYPE OF BUY-BACK ARRANGE- 
MENT HAS GENERALLY BEEN ACCEPTABLE TO SHIPPERS BECAUSE IT 
ALLOWS THEM TO C 

VER COTTON PURCHASE OBLIGATIONS WHICH 

THEY HAVE MADE TO MEET CONTRACTED SALES. NO ONE HAS OPPOSED 
RENEGOTIATION UNDER THESE CONDITIONS. U.S. SHIPPERS HAVE 
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AGREE TO PAY CARRYING CHARGES. THESE TYPES OF RENEGOTIATION 
SHOULD BE CLEARLY DISTINGUISHED FROM RENEGOTIATION FORCED 
BY ONE OF THE CONTRACTING PARTIES TO CHANGE THE CONTRACT 
TERMS TO HIS OWN ADVANTAGE. KISSINGER 
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